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SUBJECT: EC-MALTA RELATIONS 

REF: EC BRUSSELS 1036 

1 . SUMMARY: EC COMMISSION OFFICIAL IS CAUTIOUSLY OPTIMISTIC 
THAT EC-MALTA NEGOTIATIONS LATER THIS SPRING ON NEXT STAGE 
IN THEIR ASSOCIATION AGREEMENT, DUE TO TAKE EFFECT IN 
JULY, WILL GO SMOOTHLY. HE SAID HE UNDERSTANDS THAT WHILE 
ITALIAN-FRENCH DISCUSSIONS RELATING TO MINTOFF PROPOSALS 
FOR EURO- ARAB GUARANTEE OF MALTA'S NEUTRALITY ARE 
CONTINUING, FRENCH HAVE TO DATE BEEN UNENTHUSIASTIC. END 
SUMMARY. 

2. DESK OFFICER FOR MALTA IN EC COMMISSION'S DG-I - WHO 
DISCUSSED EC-MALTA RELATIONS WITH MALTESE IN VALLETTA TWO 
WEEKS AGO AND WITH MALTESE AMBASSADOR TO THE EC LAST WEEK - 
TOLD MISSION OFFICER MARCH 30 THAT CONTRARY TO THE PORTENTS 
WHEN THEY TALKED ABOUT EC-MALTA RELATIONS IN EARLY FEBRUARY 
(REFTEL), HE NOW THINKS THAT BARRING SOME NEW DEMAND 

BY THE "ALWAYS UNPREDICTABLE" MALTESE, EC-MALTA 
NEGOTIATIONS DESIGNED TO IMPLEMENT THE NEXT STAGE IN 
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ASSOCIATION AGREEMENT (ENVISAGING EVENTUAL CUSTOMS UNION) 

SHOULD PROCEED QUICKLY. COMMISSION OFFICIAL SAID THAT 
NEGOTIATIONS WILL FOR MOST PART REVOLVE AROUND TREATMENT 
OF MALTESE TEXTILES AND PROCESSED GOODS IN EC MARKETS. HE 
THOUGHT EC COUNCIL WOULD LIKELY ADOPT A NEGOTIATING MANDATE 
AT ITS APRIL 5 MEETING AND THAT NEGOTIATIONS COULD BEGIN 
LATER IN APRIL. 
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3. COMMISSION OFFICIAL SAID THAT IN RESPONSE TO FIRM 
NEGATIVE LINE TAKEN BY COMMISSION IN RECENT DISCUSSIONS, 

THE MALTESE HAVE NOW DROPPED THEIR EARLIER STRONG DEMAND 
FOR EC FINANCIAL ASSISTANCE BEYOND THE 26 MILLION UNITS OF 
ACCOUNT (U.A.) NEGOTIATED IN A FINANCIAL PROTOCOL LAST 
YEAR. HE SAID COMMISSION HAD MADE ITS POSITION PALATABLE 
BY AGREEING TO "FRONT-END LOAD" THE IMPLEMENTATION OF THAT 
FINANCIAL PROTOCOL, WHOSE RATIFICATION BY EC MEMBER STATE 
GOVERNMENTS SHOULD BE COMPLETED IN THE FIRST HALF OF 1978. 
COMMISSION SUGGESTED MALTESE GOVERNMENT GO AHEAD NOW WITH 
ITS OWN RESOURCES AND IMPLEMENT INDUSTRIAL PROJECTS 
ENVISAGED UNDER THE FINANCIAL PROTOCOL ON THE UNDERSTANDING 
THAT THE COMMUNITY WOULD MAKE UP TO HALF ITS 26 MILLION U.A. 
AVAILABLE WITHIN THE FIRST YEAR OF THE FINANCIAL PROTOCOL'S 
ENTRY INTO FORCE. 

4. COMMISSION OFFICIAL SAYS MINTOFF, LOOKING TO 
DEPARTURE OF BRITISH IN EARLY 1979, HAD COMMENTED TO EC 
COMMISSION TEAM VISITING MALTA TWO WEEKS AGO, "I NEED 
MONEY AND I DON'T KNOW WHERE TO TURN." IN REPLY TO 
MISSION OFFICER'S QUESTION, EC OFFICIAL SAID THAT WHILE 
ITALIAN-FRENCH EXAMINATION OF MINTOFF PROPOSAL REGARDING 
MALTESE NEUTRALITY AND EURO-ARAB GUARANTEES IS CONTINUING, 

HE UNDERSTANDS THAT TO DATE THE ITALIANS HAVE BEEN UNABLE 
TO AROUSE MUCH FRENCH INTEREST OR ENTHUSIASM (HIS READING 
OF FRENCH VIEWS WAS NOTICEABLY MORE NEGATIVE THAN THAT 
PROVIDED BY QUAI OFFICIAL AS REPORTED IN EMBASSY PARIS 7501). 
COMMISSION OFFICIAL UNDERSTANDS THAT FRENCH ARE WORRIED 
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ABOUT THE IMPLICATIONS OF THE MINTOFF PROPOSAL FOR 
SECURITY/STABILITY IN THE MEDITERRANEAN, SINCE UNDER THE 
NEUTRALITY PROPOSAL LIBYA WOULD PRESUMABLY HAVE THE RIGHT 
TO USE MALTESE REPAIR AND BUNKERING FACILITIES. COMMISSION 
OFFICIAL SAID THE FRENCH ALSO CONSIDER MALTA A "MESS" 
ECONOMICALLY AND ARE WARY OF WHAT THE GUARANTOR ROLE MIGHT 
COST THEM. HINTON 
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